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Purpose

The San Francisco Department of Homelessness and Supportive Housing (HSH) provides funding to
nonprofit providers to administer services, resources, and connections to housing for people
experiencing homelessness and to for-profit organizations to support the mission of the department
(“providers”). Gift cards are considered equivalent to cash and petty cash funds. This policy outlines HSH
expectations and common rules regarding the purchase and distribution of gift cards for participants
when using HSH funds.

Scope

This policy covers all providers receiving HSH funding and use HSH funds to purchase and distribute gift
cards. All programs and sites, regardless of funding source, are required to comply with this policy. In
addition, all nonprofit providers that handle gift cards purchased with City funding are subject to the
same guidelines and restrictions in the Controller’s Accounting Policies and Procedures?, Section 3.9.1
Eligibility to Receive Gift Cards through Section 3.9.9 Gift Card Record Retention (as applicable).
Providers should ensure that their internal policies, procedures, and workflows include these guidelines.
Programs that do not comply with the guidelines set forth in this policy may be modified, suspended, or
terminated at the discretion of the City.

Definitions

Participants: For the purpose of this policy, “participants” will refer to clients, guests, tenants,
households or community members that may be a recipient of gifts cards through a HSH funded
program, service, or activity. Purchasing gift cards for nonprofit employees or City employees is
prohibited under this policy when using HSH funds.

Incentives: Incentives are provided to participants who establish and achieve a goal as part of the
program, for participation in a program activity as defined by the program, or for participation in
community engagement activities such as focus groups or surveys.

Financial Assistance: Financial assistance is provided to meet the urgent and short-term needs of
program participants. HSH funded providers should administer supplies and services (e.g., food,
clothing, discounted or free bus tokens) instead of gift cards whenever possible. The use of gift cards for

1 Accounting Policies & Procedures (Section 3.9): Refer to Step 1 at https://sf.gov/resource/2022/buying-gift-cards
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eligible expenses should only occur when reasonably necessary or for emergency or barrier removal
purposes and should not be used as a method for ongoing payments or regular assistance.

Policy Description

Each program that issues gift cards is required to develop and implement a gift card policy that defines
specific criteria for the purchase and distribution of gift cards to participants centered on diversity,
equity, and inclusion, including, but is not limited to, the items below.

A. Eligibility to Receive Gift Cards

1. Participants must have been found eligible and continue to meet eligibility criteria for the
program that distributes gift cards as incentives or financial assistance.

2. Participants receiving financial assistance or gift cards through a housing program must not be
simultaneously served through another HSH funded housing program without authorization
from HSH. Providers must verify participant enrollment in the ONE system.

3. Participants who become ineligible or inactive (e.g., program exit) for the program or its benefits
must have their eligibility status immediately changed in the provider’s participant tracking
system in accordance with Online Navigation and Entry (ONE) System Continuous Data Quality
Improvement (CDQI) process?.

4. |If Program staff (e.g., case manager) are distributing gift cards as incentives for meeting a goal,
they must establish in advance the goals participants must achieve for them to qualify to receive
gift cards.

a. The program’s pre-set goals must be established within specific areas of participant
achievement and within a specified timeframe.

b. Participants must present — and program staff must verify — sufficient and appropriate
proof that they met the program goals that entitle them to receive gift cards.

5. Gift cards provided to participants may also include community members and non-HSH program
participants as an incentive for participating in projects, such as a survey or focus group.
Providers are required to outline specific criteria for distribution for these purposes and receive
authorization from the assigned HSH Program Manager, or designee, to approve spending on
gift cards.

6. Employees or program administrators (including provider staff or management) must not be
recipients of gift cards purchased with City funds.

B. Gift Card Usage by Recipients

Gift cards must serve a programmatic purpose and can be provided for client support, emergency
assistance, or for incentives as defined above. These may include the purchase of groceries or gas, or
similar items. Gift cards provided as financial assistance are included in the financial assistance threshold
provided to that participant.

1. Gift cards must be provided only to eligible participants following the pre-determined criteria
for the program or specific activity and must be used only for the purposes stated.

2 CDQI: https://hsh.sfgov.org/get-information/one-system/
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Gift cards cannot be used to purchase prohibited items, including program materials or
administered as holiday (or other occasion) presents, or as specified by the program and funding
source>.

e Prohibited items include: alcoholic beverages and tips/gratuity.
Providers’ gift card policy should require participant acknowledgment of allowable and
unallowable uses of the gift card per agreement funding source.

C. Internal Controls

Provider organizations should be able to identify the following elements in their internal systems,
documents, or workflows for review during annual City program monitoring.

1.

Authorization to Purchase: Specify which staff are allowed to approve the purchase of gift cards
for the program, for example, the director of programs and finance director.

Funding Source: Gift card purchases must be listed as an approved use of the specified funds.
Actual Purchase: The value of gift cards distributed to each participant must not exceed the per-
person limit determined by HSH for the program. The maximum value and number of gift cards
will be determined based on the Appendix B, Budget line item.

a. Gift cards issued for financial assistance should be vendor specific.

b. Providers should only issue generic gift cards like Visa or Mastercard for incentives or
when circumstances require a general gift card, for example, for gas purchases where
one vendor may not be readily accessible.

Separation of Duties: Each program must have a different person responsible at each stage in
the handling and transfer of gift cards.

Gift Card Inventory: Each program should include their process for internal controls of gift cards
to include:

a. Inventory recordkeeping-validation of gift card receipt; and weekly, monthly, or
quarterly physical inventory counts as determined by each provider; and

b. Inventory storage and security — secure and restricted access and reasonable quantity
on hand per established criteria;

c. |If gift cards are kept in a physical location, providers should develop and maintain gift
card security protocols.

Gift Card Distribution: Providers are required to track distributed gift cards in a disbursement
log for HSH in accordance with their Appendix C, Method of Payment documentation and record
keeping guidelines. HSH will request and review supporting documentation as needed.

a. As part of gift card security protocol, all providers must keep an active log
(“disbursement log”) of gift cards that have been distributed which includes; Date
Issued, Participant’s Name, Participant ONE ID (if known), Type of Gift Card (l.e.,
electronic or physical), Gift Card Retailer/ Vendor, Amount, Tracking Number, Type of
Assistance/Program Goal, Recipient Signature, Date Issued, Disbursed By.

b. The disbursement log must include eligible participants; have all sections completed,;
and be within the pre-determined criteria and gift card limits for the program.

3 Continuum of Care gift card eligibility: https://www.hudexchange.info/fags/programs/continuum-of-care-coc-

program/program-requirements/eligible-costs/may-coc-program-funds-be-used-to-purchase-gift-cards/
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Any discrepancies or instance of loss, theft, fraudulent use, or abuse of gift cards must be immediately
reported to the provider’s fiscal office and Executive Director (or designee). The fiscal office and
Executive Director (or designee) should investigate instances of reported loss, theft, fraudulent use, or
abuse of gift cards, as it deems necessary. Significant discrepancies must be investigated and addressed
to ensure compliance and accuracy of record keeping, inventory, storage, handling, distribution, and use
of funds to prevent future incidents.

D. Request for Reimbursement from HSH

Gift cards should be invoiced to HSH when they are disbursed, not purchased, and in accordance with
their Appendix C, Method of payment.

a. Providers are required to submit gift card information in the form of a general ledger of gift card
issuances, as part of their monthly invoice submission and to keep programmatic
documentation in accordance with their Appendix C, Method of Payment.

b. Inthis general ledger for expenditures the following should be included: 1) ONE ID (if known), 2)
issue date, 3) amount issued, 4) gift card category (i.e., grocery, gas, incentive for participation,
etc.), 5) payee initials (if available).

Reporting Requirements

All providers are required to track distributed gift cards in a disbursement log to be reviewed by HSH or
other City staff during annual monitoring or as requested, also in accordance with their Appendix C,
Method of Payment.

e  Gift cards to participants are considered cash-equivalents and may be 1099 reportable as a gift,
prize, and/or award. In some cases, gift cards to participants may be classified as a welfare or
public assistance benefit. Providers should refer to Publication 525 (2021), Taxable and
Nontaxable Income for additional guidance on whether their specific program would necessitate
a 1099 filing.

e Itis the provider’s responsibility to track all gift card transactions and inform their fiscal office
should the aggregate disbursed amount necessitate a 1099 filing (e.g., each person to whom you
have paid during the year at least $600 in applicable categories). For more information, please
refer to the IRS Form 1099 website.

Compliance

Oversight of this policy will be incorporated into the HSH fiscal/program monitoring and/or City audit
process, to ensure compliance with this policy and in accordance with the grant agreement.

Gift Card Limits

Programs approved to purchase gift cards with City funds will be indicated in the eligible budget line
item in the budget narrative of the Appendix B, Budget. Participant eligibility (as applicable) and criteria
(value of each gift card/per person limit/maximum amount for the program) will be subject to budget
funding availability if not already specified in other applicable HSH policies and procedures for the
program.
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Providers should contact the assigned HSH Program Manager to discuss any changes to these pre-
determined criteria.

B. Monitoring

Programs will be monitored at least annually through Program Monitoring and the Citywide Nonprofit
Monitoring and Capacity Building Program, to include a review of program eligibility (as applicable), gift
card policy and controls, and gift card distribution. HSH or other City staff may also request to review
the program’s physical inventory and inventory records at any time. The frequency may vary by
program. All documentation should be retained in accordance with the program agreement.

Additionally, programs with outstanding compliance issues as specified in any written form from HSH
(e.g., Letter of Correction or Corrective Action Plan) may be subject to an on-site visit and may be
recommended for technical assistance if the compliance issue is related to recordkeeping and/or proper
accounting for funds to ensure the provider’s compliance with this policy.
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Gift Card Policy for Providers - Frequently Asked Questions (FAQ)

Which programs will need to create a gift card policy?

Providers with a program that issues gift cards to participants purchased with City funds are required to
have a written gift card policy. This policy can be an agency-wide policy that includes specific internal
controls for each program (where applicable), or an individual policy for each program. Programs
approved to purchase gift cards with City funds will be indicated in the eligible budget line item in the
budget narrative of the Appendix B, Budget.

Is this policy is intended only for gift cards purchased with HSH funds?

Yes, this policy only applies to gift cards purchased with HSH funds.

How are the limits determined for gift cards?

Each program’s annual budget or budget line item will determine the amount of funding available. HSH
guidance on the allowable maximum amount for programs is listed below.

Program

Type of Assistance/
Budget Category (specific
line item may be different
in Appendix B)

Gift Card Maximum Amount

Access Points

Financial Assistance

Access Points are not providing gift cards directly
to participants except for problem solving financial
assistance which is detailed below.

Problem Solving

Financial Assistance

*Food expenses during relocation (recommended
S40/per person per day; not to exceed $160 per
person per relocation)

*@Gas cards if necessary to travel (gas cost estimate
link)

*Grocery cards for move-in assistance. (This
amount is included in maximum allowable
assistance per fiscal year.) Financial assistance
should not exceed the threshold for the
participant’s housing resolution category (lease or
no-lease).

Housing Programs
(Permanent
Supportive Housing
(PSH) Rapid
Rehousing, Shallow
Subsidy, Housing
Ladder, Voucher
Programs)

Client Support (emergency
needs — e.g., grocery or
household supplies)

or

Incentives

*$300 per unique client in a fiscal year

*For expenses over the maximum amount,
additional documentation and provider
manager/supervisor approval are needed.

Examples of incentives include: survey
participation, volunteering for
group/holiday/program activities, achieving a goal
related to housing stability, etc.
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Program Type of Assistance/ Gift Card Maximum Amount
Budget Category (specific
line item may be different

in Appendix B)
Shelter (Hotels and | Financial Assistance *Grocery cards
Hotel Voucher *$300 per card, with no more than $600 per
Program)

household in a fiscal year

*For Continuum of Care (CoC) and Emergency Solutions Grant (ESG) funded programs refer to the City
and County San Francisco CoC and ESG Desk Guide.

Are programs allowed to start distributing gift cards if they do not do so already?

HSH funded providers should administer supplies and services (e.g., food, clothing, discounted or free
bus tokens) instead of gift cards whenever possible. The use of gift cards for eligible expenses should
only occur when reasonably necessary or for emergency or barrier removal purposes and should not be
used as a method for ongoing payments or regular assistance.

Programs should reach out to the HSH Program Manager to review current budget and funding
availability and discuss how distribution of gift cards may fit into the program design. A budget revision
may be needed before gift cards can be considered an eligible and allowable expense for HSH
reimbursement.

Can gift cards for incentives be used as raffle prizes?

Yes, providers may distribute incentives as a method to engage with participants in the program. For
example, everyone who completes a survey is entered in the raffle, or everyone who participatesin a
community event is entered into a raffle, and the gift cards are distributed that way.

Can gift cards be used for staff incentives/appreciation?

No. Please see Section A.6, “employees or program administrators (including provider staff or
management) must not be recipients of gift cards purchased with City funds.”

Does there need to be a separation of duties if the program is understaffed?

Yes, there should always be a separation of duties so there is oversight at each stage in the handling or
transfer of gift cards. Gift cards are considered equivalent to cash and there must be standardized
procedures and internal controls in place to avoid the mishandling or misuse of gift cards.

Does this policy apply if the program purchases gift cards through a Fiscal Agent?

Some HSH providers may purchase gift cards through a Fiscal Agent (e.g., for Problem Solving
resolutions). Providers that utilize the Fiscal Agent will still track all dispersed gift cards as specified in
the Fiscal Agent Policy and/or Problem Solving Guide and should have standardized procedures to
comply with this policy for gift cards issued with City funds. In this example, the provider will submit
required documentation to the Fiscal Agent for allowances or reimbursement, and the Fiscal Agent will
request reimbursement from HSH.
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Will the program be subject to an audit?

All providers that handle gift cards purchased with City funding are also subject to an external audit. If
an external audit is not feasible, the audit will be performed by the City Services Auditor Division of the
Controller’s Office.

When will the gift card policy be monitored?

Providers must establish or update internal protocols or policies where applicable by January 1, 2025.
HSH staff will review for compliance with this policy during Fiscal Year 2024-2025 annual monitoring to
ensure providers have adequate standards in place. A finding will be issued if the provider is not in
compliance with policy standards.

If a subcontractor issues gift cards, will they be monitored separately?

Providers serving as a prime Grantee (agreement in place with HSH) have an obligation to monitor the
fiscal and programmatic performance of subcontractors and sponsored programs. This includes ensuring
funds are spent on the intended purpose (e.g. validating receipts for invoices). This standard is outlined
in the Citywide Nonprofit Contractor Fiscal and Compliance Monitoring.
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